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(iv) All gifts and bequests (which are 
not disregarded pursuant to subdivi-
sions (i) and (ii) of this subparagraph) 
payable at any one specified time 
under the terms of the governing in-
strument are taken into account as a 
single installment. 

For purposes of determining the num-
ber of installments paid or credited to 
a particular beneficiary, a decedent’s 
estate and a testamentary trust shall 
each be treated as a separate entity. 

(2) The application of the rules stated 
in subparagraph (1) of this paragraph 
may be illustrated by the following ex-
amples:

Example (1). (i) Under the terms of a dece-
dent’s will, $10,000 in cash, household fur-
niture, a watch, an automobile, 100 shares of 
X company stock, 1,000 bushels of grain, 500 
head of cattle, and a farm (title to which 
passed directly to A under local law) are be-
queathed or devised outright to A. The will 
also provides for the creation of a trust for 
the benefit of A, under the terms of which 
there are required to be distributed to A, 
$10,000 in cash and 100 shares of Y company 
stock when he reaches 25 years of age, $25,000 
in cash and 200 shares of Y company stock 
when he reaches 30 years of age, and $50,000 
in cash and 300 shares of Y company stock 
when he reaches 35 years of age. 

(ii) The furniture, watch, automobile, and 
the farm are excluded in determining wheth-
er any gift or bequest is required to be paid 
or credited to A in more than three install-
ments. These items qualify for the exclusion 
under section 663(a)(1) regardless of the 
treatment of the other items of property be-
queathed to A. 

(iii) The $10,000 in cash, the shares of X 
company stock, the grain, the cattle and the 
assets required to create the trust, to be paid 
or credited by the estate to A and the trust 
are considered as required to be paid or cred-
ited in a single installment to each, regard-
less of the manner of payment or distribu-
tion by the executor, since no time of pay-
ment or crediting is specified in the will. The 
$10,000 in cash and shares of Y company 
stock required to be distributed by the trust 
to A when he is 25 years old are considered as 
required to be paid or distributed as one in-
stallment under the trust. Likewise, the dis-
tributions to be made by the trust to A when 
he is 30 and 35 years old are each considered 
as one installment under the trust. Since the 
total number of installments to be made by 
the estate does not exceed three, all of the 
items of money and property distributed by 
the estate qualify for the exclusion under 
section 663(a)(1). Similarly, the three dis-
tributions by the trust qualify.

Example (2). Assume the same facts as in 
example (1), except that another distribution 
of a specified sum of money is required to be 
made by the trust to A when he becomes 40 
years old. This distribution would also qual-
ify as an installment, thus making four in-
stallments in all under the trust. None of the 
gifts to A under the trust would qualify for 
the exclusion under section 663(a)(1). The sit-
uation as to the estate, however, would not 
be changed.

Example (3). A trust instrument provides 
that A and B are each to receive $75,000 in in-
stallments of $25,000, to be paid in alternate 
years. The trustee distributes $25,000 to A in 
1954, 1956, and 1958, and to B in 1955, 1957, and 
1959. The gifts to A and B qualify for exclu-
sion under section 663(a)(1), although a total 
of six payments is made. The gifts of $75,000 
to each beneficiary are to be separately 
treated. 

[T.D. 6500, 25 FR 11814, Nov. 26, 1960; 25 FR 
14021, Dec. 31, 1960, as amended by T.D. 8849, 
64 FR 72543, Dec. 28, 1999]

§ 1.663(a)–2 Charitable, etc., distribu-
tions. 

Any amount paid, permanently set 
aside, or to be used for the charitable, 
etc., purposes specified in section 642(c) 
and which is allowable as a deduction 
under that section is not allowed as a 
deduction to an estate or trust under 
section 661 or treated as an amount dis-
tributed for purposes of determining 
the amounts includible in gross income 
of beneficiaries under section 662. 
Amounts paid, permanently set aside, 
or to be used for charitable, etc., pur-
poses are deductible by estates or 
trusts only as provided in section 
642(c). For purposes of this section, the 
deduction provided in section 642(c) is 
computed without regard to the provi-
sions of section 508(d), section 681, or 
section 4948(c)(4) (concerning unrelated 
business income and private founda-
tions). 

[T.D. 6500, 25 FR 11814, Nov. 26, 1960, as 
amended by T.D. 7428, 41 FR 34627, Aug. 16, 
1976]

§ 1.663(a)–3 Denial of double deduc-
tion. 

No amount deemed to have been dis-
tributed to a beneficiary in a preceding 
year under section 651 or 661 is included 
in amounts falling within section 661(a) 
or 662(a). For example, assume that all 
of the income of a trust is required to 
be distributed currently to beneficiary
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